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Abstract 
 
The  psychographic  variables  like  emotions  associated  with  the  brand  image  constitute  the 
personality of a brand. Although the experiences of the consumers with the brand cultivate such 
personality,  advertising  plays  a  dominant  role  in  personality  creation.  Information  inflow  on 
brands and outflow through inter-personal communication may  act  as  a device to coordinate 
consumer  expectations  of  the  purchasing  decisions  of  other  consumers  in  markets  with 
consumption externalities. The belief that individual difference in brand preference or choice 
behavior  are  caused  by  personality  differences  has  not  always  been  supported  by  empirical 
research. The experiment on the variety seeking behavior of consumers, discussed in this paper 
argues that although consumers are seeking novelty and unexpectedness in a brand that they have 
not bought before, their purchase will be selective, in reference to the empirical investigation. 
The perceptions on brand name in reference to brand risk and brand differences have been the 
prime factors in making buying decision for new brands among the consumers. Consumers also 
ascertain the brand name associated with the unfamiliar brands as they feel high risk averse and 
entangle in decision making with perceived brand differences. The paper discusses the influence 
of advertising, brand name, variety seeking behavior and customer value towards making buying 
decisions. The study has been divided into four experiments carried out in reference to retail 
business environment in Mexico. 
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Brands  are  successful  because  people  prefer  them  to  ordinary  products.  In  addition  to  the 
psychological factors, brands give consumers the means whereby they can make choices and 
judgments. The secret to successful branding is to influence the decisions the way consumers 
perceive the company or product, and brands can affect the minds of customers by appealing to 
the information acquired and analyzed. Information inflow on brands and outflow through inter-
personal  communication  may  act  as  a  device  to  coordinate  consumer  expectations  of  the 
purchasing decisions of other consumers in markets with consumption externalities. The belief 
that  individual  difference  in  brand  preference  or  choice  behavior  are  caused  by  personality 
differences  has  not  always  been  supported  by  empirical  research.  Consumers  have  only  one 
image of a brand, one created by the deployment of the brand assets at their disposal: name, 
tradition,  packaging,  advertising,  promotion  posture,  pricing,  trade  acceptance,  sales  force 
disciplines, customer satisfaction, repurchase patterns, etc. Clearly some brand assets are more 
important  to  product  marketers  than  to  service  marketers,  and  vice  versa.  Some  competitive 
environments put more of a premium on certain assets as well.  
 
This paper is divided into four experiments conducted with the same data set. The experiment-I 
attempts to explore the various mechanisms that help building the brand personality through 
marketing communications like advertising, word of mouth etc. This paper attempts to explore 
the mechanism that builds brand personality through media communication like advertising and 
word of mouth. The discussions in this experiment integrate advertising variability concepts with 
brand  personality  and  present  viable  propositions  as  managerial  implication  for  building  the 
brand  personality  considering  the  variables  of  marketing  communication.  The  experiment-II 
emphasizes the relationship between empirical and theoretical considerations in the information 
analysis of brand extensions on consumer behavior. Broadly this experiment leans on analyzing 
at the individual or micro-level and attempts to derive implications towards buying decisions on 
the  extended  brands  analyzing  the  aggregate  relationships.  The  Experiment-III  attempts  to 
explore  the  situations  under  which  the  brand  name  will  be  considered  by  the  consumers  in 
making  buying  decisions  towards  the  products  of  unfamiliar  brands.  The  study  has  been 
conducted  in  Mexican  retail  business  environment  with  a  focus  to  explore  the  tendency  of 
decision making of consumers towards buying unfamiliar brands in considering the importance 
of brand name. The discussion in the Experiment-IV is focused on the customer value gaps in the   5 
process of marketing new products and explores the possible situations that may lead to lower the 
customer value. 
 
Review of Literature 
 
Marketing Drivers vs. Cognitive Behavior of Buyers 
 
It has been observed that there is increasing number of customer goods and services offered in 
recent  years  suggest  that  product-line  extensions  have  become  a  favored  strategy  of  product 
managers. A larger assortment, it is often argued, keeps customers loyal and allows firms to 
charge higher prices. There also exists a disagreement about the extent to which a longer product 
line translates into higher profits keeping the customer value higher. The academics, consultants 
and business people speculated that marketing in the new century would be very different from 
the time when much of the pioneering work on customer loyalty was undertaken (Churchill 1942; 
Brown 1953; Cunningham 1956, 1961; Tucker 1964; Frank 1967). Yet there exists the scope for 
improving the applied concepts as there have been many changes over conventional ideologies. A 
study using market-level data for the yogurt category developed an econometric model derived 
from  a  game-theoretic  perspective  explicitly  considers  firms'  use  of  product-line  length  as  a 
competitive  tool  (Dragnska  and  Jain,  2005).  On  the  demand  side,  the  study  analytically 
establishes the link between customer choice and the length of the product line and includes a 
measure of line length in the utility function to investigate customer preference for variety using a 
brand-level discrete-choice model. The study reveals that the supply side is characterized by price 
and line length competition between oligopolistic firms.  
 
Another  study  explores  qualitatively  the  understanding  of  the  importance  of  intangibles  as 
performance drivers in reference to Swedish organizations using a combination of evolutionary 
theory, knowledge-based theory and organizational learning. The study reveals that the customer 
values are created towards the new products through individual perceptions, and organizational 
and  relational  competence  (Johanson  et.al.,  2001).  The  firms  need  to  ascertain  a  continuous 
organizational learning process with respect to the value creation chain and measure performance 
of the new products introduced in the market. In the growing  competitive markets the large and   6 
reputed  firms are developing strategies to move into the provision of innovative combinations of 
products and services as 'high-value integrated solutions' tailored to each customer's needs  than 
simply 'moving downstream' into services. Such firms are developing innovative combinations of 
service  capabilities  such  as  operations,  business  consultancy  and  finance  required  to  provide 
complete solutions to each customer's needs in order to augment the customer value towards the 
innovative  or  new  products.  It  has  been  argued  that  the  provision  of  integrated  solutions  is 
attracting firms traditionally based in manufacturing and services to occupy a new base in the 
value  stream  centered  on  'systems  integration'  using  internal  or  external  sources  of  product 
designing, supply  and  customer focused promotion (Davies,2004).  Besides the organizational 
perspectives  of  enhancing  the  customer  value,  the  functional  variables  like  pricing  play  a 
significant role in developing the customer perceptions towards the new products.  
 
A study examines the success of new product pricing practices and the conditions upon which 
success  is  contingent  discussing  three  different  pricing  practices  that  refer  to  the  use  of 
information on customer value, competition, and costs respectively. The study argues that the 
success of these practices is contingent on relative product advantage and competitive intensity. 
The study  reveals that there are no general  "best" or "bad" practices, but that a contingency 
approach is appropriate (Ingenbleek et.al., 2003). Value and pricing models have been developed 
for many different products, services and assets. Some of them are extensions and refinements of 
convention models value driven pricing theories (Gamrowski & Rachev, 1999; Pedersen, 2000). 
Also there have been some models that are developed and calibrated addressing specific issues 
such as model for household assets demand (Perraudin & Sorensen, 2000). The key marketing 
variables such as price,
 brand name, and product attributes affect customers' judgment
 processes 
and derive inference on its quality dimensions leading to customer satisfaction. The experimental 
study conducted indicates that
 customers use price and brand name differently to judge the
 quality 
dimensions and measure the degree of satisfaction (Brucks et.al., 2000). The value of corporate 
brand endorsement across different products and product lines, and at lower levels of the brand 
hierarchy  also  needs  to  be  assessed  as  a  customer  value  driver.  Use  of  corporate  brand 
endorsement either as a name identifier or logo identifies the product with the company, and 
provides  reassurance  for  the  customer  (Rajagopal  and  Sanchez,  2004).  A  perspective  from 
resource-advantage theory (Hunt and Morgan, 1995) is used to formulate expectations on the   7 
degree to which the use of information on customer value, competition, and costs contribute to 
the success of a price decision. It is argued that the success of these practices is contingent on the 
relative customer value the firm has created and the degree to which this position of relative 
value is sustainable in the competitive market place. These expectations are empirically tested on 
pricing decisions with respect to the introduction of new industrial capital goods.   
 
Research on consumer reaction to price has been largely confined to examining consumers’ price 
information search, evaluation of price alternatives, and individual purchase behaviors without 
regard to situational influences. At the same time, consumption has often been dichotomized in 
terms of its functional-hedonic nature and closely associated with the level of satisfaction leading 
to determine the customer value influence (Wakefield and Inman, 2003). As the new products are 
introduced, a firm may routinely pass these costs on to consumers resulting into high prices. 
However a less obvious strategy in a competitive situation may be to maintain price, in order to 
drive the new product in the market with more emphasis on quality, brand name, post-sales 
services and customer relations management as non-price factors. In many ways, such strategies 
of a firm with the new products may drive the consumer behavior towards being sensitive to the 
price  increase  when  it  comes  to  making  a  buying  decision.  Some  of  the  marketplace  and 
experimental  studies  show  that  consumers  are  more  sensitive  to  changes  in  price  than  to 
innovation and new products introduced by the firm (Gourville and Koehler, 2004). There are 
some critical issues associated to the price sensitive consumer behavior, whether customers are 
equally  price-sensitive  while  purchasing  products  for  functional  (e.g.  purchasing  frozen 
vegetables,  toiletries  or  paper  towels)  versus  hedonic  (e.g.  purchasing  a  high  technology 
computer or a video camera) consumption situations and whether perceived value derived during 
consuming  the  product  influences  price  sensitivity.  It  may  also  be  stated  that  higher  price 
volatility makes consumers more sensitive to gains and less sensitive to losses, while intense 
price promotion by competing brands makes consumers more sensitive to losses but does not 
influence consumers’ sensitivity to gains (Han et.al, 2001). 
 
The studies that advocate the models of building customer value through traditional relationship 
marketing discuss the long term value concepts to loyal customers. Most importantly, these are 
expected to raise their spending and association with the products and services of the company   8 
with increasing levels of satisfactions that attribute to values of customers (Reichheld and Sasser, 
1990). In the most optimistic settings, such value creation is observed to generate new customers 
for new products in view of the customer relationship and value management strategies of the 
firm (Ganesh, et.al., 2000). In the high customer value framework, the firm ensures diminished 
costs to serve (Knox, 1998) and exhibits reduced customer price sensitivities. A database-driven 
approach,  customer  tenure  in  reference  to  the  length  of  a  customer's  relationship  and  values 
retention with a company has often been used to approximate the loyalty construct (Ganesh et.al., 
2000; Reinartz and Kumar, 2000; 2002). Hence the relationship marketing with a customer value 
orientation thrives on the concept that raises the length of the customer-company relationship 
which contributes in optimizing the profit for the firm (Reichheld and Sasser, 1990). However, 
the contributions of long-life customers were generally declining and in a non-contractual setting 
short-life but high-revenue customers accounted for a sizeable amount of profits (Reinartz and 
Kumar, 2000).  
 
The analysis of the perceived values of customers towards new products is a complex issue. 
Despite considerable research in the field of measuring customer values in the recent past, it is 
still not clear how value interacts with marketing related constructs.  However there exists the 
need for evolving a comprehensive application models determining the interrelationship between 
customer  satisfaction  and  customer  value,  which  may  help  in  reducing  the  ambiguities 
surrounding both concepts. One of the studies in this regard discusses the two alternative models 
yielding  empirically  tested  results  in  a  cross-sectional  survey  with  purchasing  managers  in 
Germany.  The  first  model  suggests  a  direct  impact  of  perceived  value  on  the  purchasing 
managers'  intentions.  In the  second  model,  perceived  value  is  mediated  by  satisfaction.  This 
research suggests that value and satisfaction can be conceptualized and measured as two distinct, 
yet complementary constructs (Eggert and Ulaga, 2002). 
 
Improving customer value through faster response times for new products is a significant way to 
gain  competitive  advantage.  In  the  globalization  process  many  approaches  to  new  product 
development emerge, which exhibit an internal focus and view the new product development 
process as terminating with product launch. However, it is process output that really counts, such 
as customer availability.  A study proposes that with shortening product life cycles it should pay   9 
to get the product into the market as quickly as possible, and indicates that these markets should 
be defined on an international basis. The results of the study reveals that greater new product 
commercial success is significantly associated with a more ambitious and speedier launch into 
overseas markets as the process of innovation is only complete when potential customers on a 
world  scale  are  introduced  effectively  to  the  new  product  (Oakley,  1996).  The  retail  sales 
performance and the customer value approach are conceptually and methodically analogous.  
 
Customer Lifetime Value 
 
Customer  lifetime  value  (CLV)  is  a  key-metric  within  customer  relationship  management. 
Although, a large number of marketing scientists and practitioners argue in favor of this metric, 
there are only a few studies that consider the predictive modeling of CLV.  Customer lifetime 
value also represents the net present value of profits, coming from the individual customer, which 
creates a flow of transactions over time. Firms look at their investments in terms of cost per sale, 
rate of customer retention, and also conversion of prospects. CLV is, then, used as a convenient 
yardstick of performance. The concept of the lifetime value of a customer is well established in 
the theory and practice of database marketing. The lifetime value of a customer, defined to be the 
expected present value of the net cash flows from the firm's relationship with the customer over 
his or her lifetime, is often used as an upper limit on spending to acquire the customer (Pfeifer, 
1999). Many firms agree that their efforts should be focused on growing the lifetime value of 
their customers. However, few have come to terms with the implications of that idea for their 
marketing management with focus on decision making and accountability of customer values 
(Rust et.al, 2004). The customers' lifetime value is constituted by three components- customer's 
value over time, length of customers association and the services offered to the customer. The 
satisfaction is the customer's perception of the value received in a transaction or relationship and 
it helps in making re-patronage decisions on the basis of their predictions concerning the value of 
a future product. It may be thus be stated that the customer value paradigm is contemporary, 
which includes many elements of the customer satisfaction paradigm and is being more widely 
adopted and deployed by the firms (Hallowell,1996; Gale,1997) 
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Customer behavior is rather complex in consumer goods because they can purchase more than 
one service, and these purchases are often not independent from each other (Donkers et.al. 2003). 
However,  it  has  been  observed  that  low  perceived  use  value;  comparative  advantages  over 
physical attributes and economic gains of the product make significant impact on determining the 
customer value for the relatively new products. The customer value gap may be defined as the 
negative driver, which lowers the returns on the aggregate customer value. This is an important 
variable,  which  need  to  be  carefully  examined  by  a  firm  and  measure  its  impact  on  the 
profitability of the firm in reference to spatial (coverage of the market) and temporal (over time) 
market dimension (Marjolein and Verspagen, 1999). 
 
In  view  of  maximizing  the  lifetime  value  of  customers,  a  firm  must  manage  customer 
relationships for the long term. In a disagreement to this notion a study demonstrates that firm 
profits in competitive environments are maximized when managers focus on the short term with 
respect to their customers (Villanueva et. al., 2004). Intuitively, while a long term focus yields 
more loyal customers, it sharpens short term competition to gain and keep customers to such an 
extent that overall firm profits are lower than when managers focus on the short term. Further, a 
short term focus continues to deliver higher profits even when customer loyalty yields a higher 
share-of-wallet  or  reduced  costs  of  service  from  the  perspective  of  the  firm.  Such  revenue 
enhancement or cost reduction effects lead to even more intense competition to gain and keep 
customers in the short term. The findings of the study suggest that the competitive implications of 
a switch to a long term customer focus must be carefully examined before such  a switch is 
advocated  or  implemented.  Paradoxically,  customer  lifetime  value  may  be  maximized  when 
managers focus on the short term. 
 
Retail Networks and Customer Value 
 
The retail self-service stores which largely operate in chain are based on the rationale of touch, 
feel and pick which provides consumers a wide range of options to make buying decisions. The 
in-stores promotions and do it yourself (DIY) opportunities constitute the major motivation for 
the  buyers  and  also  support  the  in  their  decision  making  process.  Motivational  forces  are 
commonly  accepted  to  have  a  key  influencing  role  in  the  explanation  of  shopping  behavior.   11 
Personal  shopping  motives,  values  and  perceived  shopping  alternatives  are  often  considered 
independent inputs into a choice model, we argue that shopping motives influence the perception 
of retail store attributes as well as the attitude towards retail stores (Morschett et.al, 2005). In 
retail  self-service  store  where  consumer  exercises  in-store  brand    options,  both  service  and 
merchandise quality exert significant influence on store performance, measured by sales growth 
and  customer  growth,  and  their  impact  is  mediated  by  customer  satisfaction.  The  liberal 
environment of the self-service stores for merchandise decisions, service quality and learning 
about  competitive  brands  are  the  major  attributes  of  retail  self-service  stores  (Babakus  et.al, 
2004). The retail self-service stores offer an environment of three distinct dimensions of emotions 
e.g.  pleasantness,  arousal  and  dominance.  Retail  self-service  store  have  broad  marketing-mix 
which helps also the variety seeking customers and few retail self-service store specialize in the 
certain  product  categories  like  The  Home  Depot,  which  specializes  in  retailing  building 
construction, interior decoration and gardening equipments.  The Home Deport is a US retail self-
service chain stores operating in North American and Latin American countries. The retail self-
service stores operate on a market size effect and a price cutting effect (Konishi, 1999). As the 
retail self-service stores display wide range of multi-brand products the consumers enjoy higher 
chance of finding preferred products (a market size effect). On the other hand, concentration of 
stores leads to fiercer price competition (a price cutting effect). 
  
Brands and Consumer Behavior 
 
There are many attributes of the brand, which influence the consumer decision making towards 
buying the product. A study examines the relative importance of brand, an extrinsic attribute, and 
an intrinsic attribute, on consumers buying intentions. The research involved 180 consumers, 
young undergraduate students, from a major metropolitan area in Brazil, who were each asked to 
declare their intentions to buy among four national beer brands with similar quality and price 
levels prior and after a blind taste test. The findings of the study indicate that the variation in the 
preferences due to brand name is much higher than those they indicate due to sensory variables. 
These results of the study suggest a strong effect of brand name on consumers' buying intentions 
(Torres and Torres, 2001). Another study considers the relationship between a core brand built 
around retail operations and an extension built around financial services operations. The study   12 
addresses the customers who have experienced the brand extension versus those that have not and 
reveals that this impact can be negative as well as positive. That is, where a customer perceives 
the brand extension to be implemented poorly the relationship between the customer and the 
original brand is compromised, the study finds (Nocholas and Mark, 2005).  
 
Recent research has begun to identify new types and sources of the subject that might comprise 
and distinguish loyalty responses, especially from a phenomenological perspective (Flavian et.al. 
2001,  Uncles  et.al  2003,  Reast  2005,  Nandan  2005).  This  article  focuses  on  exploratory 
consumer behavior, an often-neglected influence on brand loyalty that has received almost no 
attention in the brand loyalty literature. Risk-taking in product and retail outlet choice innovative 
shopping  behavior,  variety  and  novelty-seeking,  browsing  and  recreational  shopping  and 
curiosity-motivated information processing are among the many consumer behaviors thought to 
have  strong  exploratory  components  (Burgess  and  Harris,  1998).  The  brand  stretching  or 
extension of a successful brand label from an initial home market to a different product line using 
a  model  assumes  that  brand  identity  is  a  complementary  feature  that  enhances  consumer 
willingness to pay. The pattern of brand-stretching implies an entry  in  which (1) firms  with 
strong brand identities may prefer to extend their brands to markets that are "far" from their 
original product line, and (2) fragmented or un-concentrated markets with no strong incumbent 
brands are attractive entry targets for brand extension ( Lynne and Daniel, 2002).  
 
Brand Extension Effects 
Consumer decision making is largely associated with the brand extensions of familiar brands. A 
study on fashion brand extension addresses the need to examine consumer behavior associated 
with fashion brand extension and reveals that retailers may focus on brand or store image when 
extending brand from apparel to home furnishings and merchandise multiple product categories 
to increase sales across product categories (Forney et.al, 2005). It has also been observed that a 
significant  association  exists  between  "company  credibility"  through  brand's  expertise, 
trustworthiness and brand extension. A study using 368 consumer responses to nine real low 
involvement UK product and service brands, finds support for a significant association between 
the  variables,  comparable  in  strength  with  that  between  media  weight  and  brand  share,  and 
greater  than  that  delivered  by  the  perceived  quality  level  of  the  parent  brand  (Reast,  2005).   13 
However,  no  adverse  impact  on  brand  personality  of  core  brand  as  a  result  of  introducing 
extensions were found  during investigating  empirically the impact of brand extensions on brand 
personality, using Aaker's scale to measure the latter, in an experimental study  conducted in 
reference to  extension fit (good/poor fit) for brand familiarity (Diamantopoulos et.al,2005). 
 
In a similar study, the empirical research has focused on the impact of a parent brand on the trial 
of the extension and the reciprocal effect of a successful trial of new brand extensions positioned 
horizontally  and  vertically  on  the  parent  brand.  The  results  of  the  study  revealed  that  the 
influence of the parent brand on the trial of the extension was positive and successful trials also 
helped the parent brand on a reciprocal basis, particularly among the non-loyal users and non-
users  of  the  parent  brand  to  accept  the  brand  extensions.  The  moderating  effect  of  category 
positioning on the magnitude of the reciprocal effect of the brand extension on the parent brand 
has also been evidenced by the study (Chen and Liu, 2004). On the contrary, the evidence for the 
reciprocal  effects  of  a  brand  extension  on  its  parent  brand  is  unclear.  An  experiment  was 
conducted to investigate the impact of an extension's quality, its fit with the parent brand, and 
parent brand dominance, on parent brand evaluation. It has been evidenced by a research study 
that extension quality and fit did not dilute parent brand attitude; in other words, an extension 
either left parent brand attitude unchanged or enhanced it moderately. The only effect of brand 
dominance was that it enhanced parent brand attitude when the extension was a good fit (Zimmer 
and Bhat, 2004). The concept of brand capital has been discussed with empirical evidence that 
firms  with  a  large  stock  of  well-established  brands  have  an  advantage  in  introducing  new 
products. One of the theories of brand extension as a mechanism for informational leverage in 
which  a  firm  leverages  off  a  good's  reputation  in  one  market  to  alleviate  the  problem  of 
informational asymmetry encountered in other markets. It is observed that brand extension helps 
a  multi-product  monopolist  introduce  a  new  experience  good  with  less  price  distortion  (Jay, 
1998). 
 
Brand extension similarity is proposed as a moderator of the effects of perceived ad spending on 
the  perceived  quality  of  brand  extensions  and  on  purchase  intentions  in  one  of  the  research 
contributions. The results of an empirical  study conducted in this reference  show that positive 
spending  on  advertising  and  communication  inference  effects  were  more  likely  to  occur  for   14 
similar than dissimilar extensions. Additionally, though, results show that respondents were more 
likely to question the veracity of high ad spending levels for a dissimilar extension than a similar 
extension, possibly resulting in lower product evaluations. Consequently, results of this research 
are probably most useful to manufacturers attempting to leverage brand equity by introducing 
brand  extensions  which  are  supported  at  introduction  with  large  ad  spending  (Taylor  and 
Bearden, 2003).  
 
Buyers select from among that subset of available brands of which they are aware. When this 
subset grows, there are social surplus gains, but the distribution of these gains between firms and 
consumers is shown to be sensitive to the structure of the market. It is possible for either the 
sellers or the buyers to be worse off in the better -informed environment (Ross, 1988). However, 
dilution effects were found in the context of both close and far extensions.  Grime et.al (2002), 
has discussed critical issues on brand and line extensions and integrated them into a conceptual 
framework, which shows that extension and core brand evaluations are affected by the consumer 
perceptions.  Moderating  factors  that  influence  the  relationship  between  fit  and  consumer 
evaluations  of  the  extension  and  the  core  brand  are  also  identified.  The  framework  is 
subsequently used to develop concrete research propositions to guide further research in the area. 
 
Brand Accessibility and Diagnosticity 
 
The accessibility-diagnosticity model explains that any factor that increases the accessibility of 
an input is also expected to increase the likelihood with which that input will be used for the 
judgment. Therefore, in the brand extension context, temporal proximity between information 
about  brand  extension  and  family  brand  evaluation  is  likely  to  result  in  a  disproportionate 
influence of the activated or accessible cognition (i.e., extension information) on the judgment 
(i.e., family brand evaluation) made shortly after its activation. The review of previous literature 
on brand extension effects indicates that dilution/enhancement effects generally emerge in the 
presence of highly accessible extension information (Lane and Jacobson 1997; Loken and John 
1993; Milberg et. al. 1997). Milberg et.al. (1997) examined in his study the negative feedback 
effects,  subjects  rated  the  family  brand  immediately  after  exposure  to  information  about  the   15 
extension,  making  extension  information  highly  accessible  at  the  time  when  family  brand 
evaluations were assessed.  
 
Feldman and Lynch (1988) derived the accessibility-diagnosticity theory predicting that an earlier 
response will be used as a basis for another subsequent response, if the former is accessible and if 
it is perceived to be more diagnostic than other accessible inputs. The framework of the theory 
conceptualizes the factors that determine both the perceived diagnosticity of a potential input, the 
likelihood that it will be retrieved, and the likelihood that some alternative and potentially more 
diagnostic inputs will be retrieved. Belief, attitude, or intention can be created by measurement if 
the measured constructs do not already exist in long-term memory. The responses thus created 
can have directive effects on answers to other questions that follow in the process of decision 
making.  However,  beliefs,  attitudes,  and  intentions  measured  by  the  customer  also  help  in 
analyzing he interrelationship among the brand attributes.  
 
There  are  two  studies  conducted,  based  on  the  framework  of  accessibility–diagnosticity  and 
information integration with the focus to examine the protective effects of brand image against 
lower quality countries-of-origin in global manufacturing. The results of the former study shows 
that brands with high familiarity and high quality reputations termed as called strong brands, 
which  have much smaller perceived-quality discounting for lower quality countries-of-origin 
than brands with mediocre familiarity and mediocre quality reputations  of weak brands.  The 
latter study was conducted with a different set of brands and consumers from a different country, 
shows similar shielding effects of brand image and the judgment-weight allocation of influencing 
factors  therein  strongly  support  the  hypotheses  of  accessibility–diagnosticity  and  information 
integration, explaining why the shielding effects of brand image occur (Jo et. al, 2003). 
 
Skowronski  and  Carlston  (1987)  argue  that  the  greater  the  shared  associations  between  two 
targets, the more diagnostic information about one is for making judgments about the other. In 
the context of brand extension, this finding implies that as the shared associations between the 
family brand and the extension increase so does   the diagnosticity of information about brand 
extension for making judgments about the family brand name. That is, one may expect a positive 
relationship between extension category similarity and feedback effects. However, there exists   16 
the scope of future research in understanding the asymmetries in the impact of positive versus 
negative extension information on family brand evaluations. 
 
The accessibility-diagnosticity model is proposed as a parsimonious theoretical framework that 
resolves some conflicts in prior research and provides a foundation for future research on internal 
reference prices. This model is used to evaluate the role of brand familiarity and involvement on 
the  formation  and  use  of  internal  reference  price  standards.  Empirical  results  show  that  (1) 
involvement is a better predictor of confidence in internal reference prices than brand familiarity, 
and (2) in forming internal reference price estimates, the offering price is discounted more for 
unfamiliar brands than familiar brands, but only when involvement is low. On the contrary when 
involvement  is  high,  the  effect  of  brand  familiarity  on  reference  price  estimates  disappears 
(Vaidyanathan, 2000). 
 
Brand  choice  models  implicitly  assume  that  consumers  incorporate  all  relevant  marketing 
information such as price, display, and feature for key brands on each purchase occasion. In the 
context  of  brand  extensions,  information  about  the  extension  will  be  highly  accessible  when 
consumers are asked to report their evaluation of the family brand immediately after reading the 
extension information. Under such conditions, a highly accessible negative (positive) extension is 
expected to lead to a dilution (enhancement) effect regardless of product category as observed by 
past studies in this area (Loken and John 1993; Milberg et al. 1997). This is because highly 
accessible information about a new extension is likely to be sufficient for making a judgment 
about the family brand. It is also possible that the accessibility of the information may influence 
its  perceived  diagnosticity.    Consumers  may  perceive  the  extension  information  to  be  more 
diagnostic if it is highly accessible. In any case, extension information is likely to affect family 
brand  evaluations,  regardless  of  extension  category,  when  it  is  highly  accessible.    The 
information about the extension will not be highly accessible or dominant when consumers report 
their  evaluation  of  the  family  brand,  at  a  later  point  in  time.  In  such  a  situation,  extension 
information will be used in the brand evaluation based on its diagnosticity.  
 
Brand Information Effects 
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Lane and Jacobson (1997), also focused on negative feedback effects, found dilution effects in a 
study where extension evaluations took place immediately prior to brand evaluations, making the 
extension information more accessible. Loken and John (1993) in one of his research studies 
raised issues about comprehension of target attributes after reading negative information about 
the extension. They found a dilution effect for both moderately typical and atypical extensions 
when the extension information was salient (i.e., when consumers rated their beliefs about the 
family brand name immediately after the comprehension task). The negative information analysis 
often leads to the strategic non-participation with the brands. Willingness to pay, which can be 
computed  only  in  equilibrium,  will  reflect,  besides  private  valuations,  preemptive  incentives 
stemming from the desire to minimize the negative externalities. It has been observed that the 
best strategy of some agents is simply not to participate in the market, although they cannot in 
this way avoid the negative external effects (Philippe and Benny, 1996).   
 
Similarly, Romeo (1991) found dilution effects when the extension was closely associated to the 
family brand, although these effects were only marginally significant. Subjects were told that 
they would evaluate a case study and were asked questions about the case before they expressed 
their evaluations of the family brand name. This procedure may have decreased the accessibility 
of the extension information and reduced its impact on family brand evaluations.  Keller and 
Aaker  (1992)  examined  both  dilution  and  enhancement  but  found  evidence  only  for 
enhancement. Further, enhancement effects were observed regardless of extension category. In 
their study, subjects were exposed to extension information and then evaluated the family brand, 
which may have led to high accessibility of extension information. Interestingly, dilution effects 
did not emerge in Keller and Aaker's (1992) research. One possible explanation is that subjects 
might have discounted the negative information since they were told that unsuccessful extensions 
were discontinued.  
 
Consumers observe the performance of the firm's products, and product performance is positively 
related to the firm's quality level. If a firm is to launch a new product, should it use the same 
name as its base product that may be stretching the brand reputation, or should it create a new 
name and start afresh the reputation chronology? It has been observed that for a given level of 
past performance (reputation), firms stretch if and only if quality is sufficiently high (Luis, 2000).   18 
Stretching thus signals high quality. However, when subjects rated the typicality of the extension 
before  assessing  beliefs  about  the  family  brand  name,  which  is  likely  to  have  increased  the 
attributes of typicality judgments while decreasing the attributes of the extension information, 
dilution did not occur for the atypical brand extensions. The respondents might have perceived 
information  about  atypical  extensions  as  less  diagnostic  for  evaluating  the  family  brand. 
Organizations frequently follow brand extension strategies. A study investigates the impact of 
category similarity, brand reputation, perceived risk and consumer innovativeness on the success 
of brand extensions in fast-moving consumer goods (FMCG), durable goods and services sectors 
(Hem et. al, 2003). The findings show that extensions into categories more similar to the original 
brand tend to be more  readily accepted.  Likewise, the reputation of the original brand is an 
important factor influencing the success of the extension. These findings are consistent across 
FMCG, durable goods and services brands. However, perceived risk about the extension category 
was only found to enhance acceptability of extensions for durable goods and services brands.  
 
Innovative consumers are more positively disposed towards service brand extensions than FMCG 
and durable goods brand extensions. The impact of sequential brand extensions on brand choice 
has been studied by Swaminathan (2003), which argues that with few exceptions; past research 
has primarily examined single brand extensions associated with a unique parent brand. In reality, 
a single brand name may be extended into multiple product categories. The reciprocal effect of 
extension on brand choice in multiple parent categories is also examined. 
 
Cognitive Behavior and Brand Equity 
 
Strong brand equity allows the companies to retain customers better, service their needs more 
effectively, and increase profits. Brand equity can be increased by successfully implementing and 
managing  an  ongoing  relationship  marketing  effort  by  offering  value  to  the  customer,  and 
listening to their needs. Disregarding the edge that the Brand-Customer Relationship offers in the 
market place and not utilizing the benefits and goodwill that the relationship creates will surely 
lead to failure in the long run. The central brand idea may be static among the entire customer 
and prospect bases, but the total sum of the brand idea or perception is rooted in the customer’s 
experiences with the brand itself, and all its messages, interactions, and so on. In the market a   19 
strong brand will be considered to have high brand equity. The brand equity will be higher if the 
brand  loyalty,  awareness,  perceived  quality;  strong  channel  relationships  and  association  of 
trademarks and patents are higher. High brand equity provides many competitive advantages to 
the company. The brand equity may be understood as the highest value paid for the brand names 
during buy-outs and mergers. This concept may be defined as the incremental value of a business 
above the value of its physical assets due to the market positioning achieved by its brand and the 
extension potential of the brand (Tauber, 1998).   
 
A new approach for measuring, analyzing, and predicting a brand's equity in a product market 
defines the brand equity at the firm level as the incremental profit per year obtained by the brand 
in  comparison  to  a  brand  with  the  same  product  and  price  but  with  minimal  brand-building 
efforts.  At  the  customer  level,  it  determines  the  difference  between  an  individual  customer's 
overall  choice  probability  for  the  brand  and  his or  her  choice  probability  for  the  underlying 
product with merely its push-based availability and awareness. The approach takes into account 
three sources of brand equity - brand awareness, attribute perception biases, and non-attribute 
preference - and reveals how much each of the three sources contributes to brand equity. In 
addition, the proposed method incorporates the impact of brand equity on enhancing the brand's 
availability. The method provides what-if analysis capabilities to predict the likely impacts of 
alternative approaches to enhance a brand's equity. 
 
Brand Loyalty and Consumer Decision Making 
 
The brand management has developed to take advantage of new loyalty marketing vehicles. To 
build  and  maintain  consumer  loyalty,  brand  managers  are  supplementing  their  mass-media 
advertising with more direct communications, through direct and interactive methods, internet 
communications,  and  other  innovative  channels  of  distribution  (Pearson  1996;  Baldinger  & 
Robinson 1996). Simultaneously, however, brand managers have to face more threats to their 
brands,  especially  parity  responses  from  competitors.  Brand  loyalty  can  yield  significant 
marketing advantages including reduced marketing costs, greater trade leverage (Aaker, 1991), 
resistance  among  loyal  consumers  to  competitors’  propositions  (Dick  and  Basu,  1994),  and 
higher profits (Reichheld, 1996).  Chaudhuri and Holbrook (2001) have shown that brand loyalty   20 
is a key link affecting market share and relative price.  Thus, brand loyalty is justifiably included 
in the approaches advocated by other researchers (e.g. Aaker and Joachimsthaler, 2000; Ambler, 
2000; Rust et al., 2000; Blackston, 1992). When operationalizing brand loyalty Jacoby and Kyner 
(1973), Jacoby and Chestnut (1978) and Oliver (1999) argue it is unwise to infer loyalty solely 
from repetitive purchase patterns (behavioral loyalty).  
 
 Preference for convenience, novelty, chance encounters and repertoire buying behavior are but 
some reasons for this.  Jacoby and Kyner (1973) brought together the two “opposing” approaches 
to brand loyalty namely, behavioral and attitudinal loyalty, integrating them into their definition, 
as the brand loyalty is “the biased (non-random) behavioral response (purchase) expressed over 
time by some decision-making unit with respect to one or more alternative brands out of a set of 
such brands, and is a function of psychological (decision-making, evaluative) processes.”  Oliver 
(1999)  argues  consumers  become  loyal  by  progressing  from  a  cognitive  to  an  affective  and 
finally  to  a  conative  phase.    In  line  with  previous  research  showing  that  in  service  markets 
attitudinal loyalty measures are more sensitive than behavioral loyalty measures, another study 
explored to operationalize loyalty by questioning consumers about affective and conative loyalty 
(Rundle-Thiele and Bennett, 2001).  Following other researchers such as  Dall’Olmo Riley et al., 
(1997) the  consumers were asked as how much they liked the corporate brand (affective loyalty), 
as well as whether they would consider using other products from the corporation and whether 
they would recommend the corporate brand to others (conative loyalty).  Readers interested in a 
more detailed review on operational and conceptual aspects of brand loyalty should consult Odin 
et al. (2001). 
 
Personality Traits and Buying Behavior of Customers 
 
Consumers  often  anthropomorphize  brands  by  endowing  them  with  personality  traits,  and 
marketers  often  create  or  reinforce  these  perceptions  by  their  brand  positioning.  Brand 
personality traits provide symbolic meaning or emotional value that can contribute to consumers’ 
brand preferences and can be more enduring than functional attributes. Successfully positioning a 
brand’s  personality  within  a  product  category  requires  measurement  models  that  are  able  to 
disentangle a brand’s unique personality traits from those traits that are common to all brands in   21 
the  product  category.  Consumers  perceive  the  brand  on  dimensions  that  typically  capture  a 
person’s  personality,  and  extend  that  to  the  domain  of  brands.  The  dimensions  of  brand 
personality  are  defined  by  extending  the  dimensions  of  human  personality  to  the  domain  of 
brands. One way to conceptualize and measure human personality is the trait approach, which 
states that personality is a set of traits (Anderson & Rubin, 1986). A trait is defined as “any 
distinguishable, relatively enduring way in which one individual differs from others” (Guilford, 
1973).  
 
The  relationship  between  the  brand  and  customer  is  largely  governed  by  the  psychographic 
variables that can be measured broadly by the closeness and farness of the personalities of brand 
and  customer.  The  type of  relationship  that  customers  possess  with  the  brands  based  on  the 
loyalty  levels  is  an  extremely  significant  parameter  for  the  marketers.  Duncan  and  Moriarty 
(1998)  point  out  that  each  of  the  new  generation  marketing  approaches    include  customer 
focused,  market-driven,  outside-in,  one-to-one  marketing,  data-driven  marketing,  relationship 
marketing, integrated marketing, and integrated marketing communications that emphasize two-
way  communication  through  better  listening  to  customers  and  the  idea  that  communication 
before, during and after transactions can build or destroy important brand relationships.  
 
Influence of Advertising on Brand Personality 
 
Advertising is heavily used in this process of personality creation. This follows logically from the 
fact  that  personalities  are  particularly  useful  for  the  creation  of  brand  associations.  Brand 
associations influence the’ evaluation of alternatives’ stage in basic consumer buying behavior 
models.  In this stage,  and for these  goals, advertising is considered to  be the most effective 
communication tools (Brassington & Pettitt, 2002). Perhaps the most visible and best known way 
of personality creations is by means of celebrity endorsers. Public heroes, sports people, pop stars 
and movie stars   are hired to lend their personality to a brand but this practice goes back to at 
least for a century (Erdogan & Baker, 2000). The practice is still growing in popularity today. 
Yet, basically all advertising influences the brand personality, not only when an endorser is used. 
In the process of personality creation, in reference to advertising and marketing communication 
approaches are largely used to create brand personality (Redenbach 2000). It may be observed   22 
that a general model of advertising has been integrated with a model of brand personality creation 
as discussed in some of the studies. Based on that model a number of propositions are derived 
and presented thorough analysis of the role of brand personality in the creation of brand equity, 
thereby linking the core issue to one of general and increasing importance.  In another research 
study, Agarwal and Rao (1996) along with Mackay (2001) contend that a variety of components 
must characterize brand equity. 
 
Brand Association and Variety Seeking Behavior 
 
There  is  limited  research  available  in  the  domain  of  risk  aversion,  self-confidence,  variety 
seeking, convenience orientation, flexibility, demographics, etc. and all differ measurably and 
significantly  between  shopping  modes.  Though  the  practical  and  theoretical  implications  are 
largely pursued but there exists the paucity of conceptual models that attempt to identify channel 
characteristics or to link them to behavioral outcomes (Michaelidou et. al, 2005). Variety seeking 
has been observed in many consumer products and it has been identified as a key determinant 
factor in brand switching. This type of behavior is thought to be explained by experiential or 
hedonic motives rather than by utilitarian aspects of consumption. In another study it has been 
discussed  that  among  the  range  of  strategies  available  to  a  company,  line  extensions  are  an 
important way to keep  a brand alive and to realize incremental financial growth. Of all line 
extensions,  those  involving  new  flavors  and  new  packaging/sizes  were  most  successful. 
Extensions that improved product quality were found to be unsuccessful. The market-variable 
such as level of competition, retailer power and variety seeking behavior all showed a negative 
influence on line extension success (Nijssen, 1999). The behavior of variety seeking among the 
consumers has been divided into derived or direct variations (McAlister and Pessemier, 1982). 
The consumer behavior emerging out of external or internal forces that have no concern with a 
preference for change in and of itself may be referred as derived varied behavior  while direct 
varied  behavior  has  been  defined  in  reference  to    'novelty',  unexpectedness',  'change'  and 
'complexity' as they are pursued to gain inherent satisfaction. In a study the influence of product-
category  level  attributes  were  examined  and  six  influential  factors,  which  are  involvement, 
purchase  frequency,  perceived  brand  difference,  hedonic  feature,  strength  of  preference  and 
purchase history have been identified (Van Trijp et.al, 1996).   23 
 
Over  the  past  two  decades,  marketing  scientists  in  academia  and  industry  have  employed 
consumer choice models calibrated using supermarket scanner data to assess the impact of price 
and promotion on consumer choice, and they continue to do so today. Despite the extensive 
usage of scanner panel data for choice modeling, very little is known about the impact of data 
preparation strategies on the results of modeling efforts. In most cases, scanner panel data is 
pruned prior to model estimation to eliminate less significant brands, sizes, product forms, etc., as 
well as households with purchase histories not long enough to provide information on consumer 
behavior concepts such as loyalty, variety seeking and brand consideration. A study conducts an 
extensive simulation experiment to investigate the effects of data pruning and entity aggregation 
strategies  on  estimated  price  and  promotion  sensitivities  (Andrews  and  Currim,  2002).  The 
results show that data preparation strategies can result in significant bias in estimated parameters. 
Intrinsic variety seeking has been analyzed as an individual consumer’s trait affecting consumers’ 
varied behavior.  However, very little research has been done on the consumer service sector. In 
this paper, the authors explore the negative role of variety seeking on customer retention for 
services.  This  basic  hypothesis  is  tested  through  structural  equation  modeling  applied  to  an 
empirical study of food-service at three Universities. The results support the hypothesis: variety 
seeking negatively affects customer retention and lessens the impact of the management efforts to 




The ‘Big Five’ human personality dimensions include extroversion/introversion, agreeableness, 
consciousness, emotional stability, and culture. Based on these human personality dimensions, 
Jennifer Aaker  (1997) identifies the new ‘Big  Five’ dimensions related to brands. These are 
Sincerity, Excitement, Competence, Sophistication, and Ruggedness. This pattern suggests that 
these  brand  personality  dimensions  might  operate  in  different  ways  or  influence  consumer 
preference for different reasons. Whereas Sincerity, Excitement, and Competence represent an 
innate  part  of  Human  Personality,  Sophistication  and  Ruggedness  tap  dimensions  that 
individual’s desire. Hence the following proposition has been considered: 
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H1:   Customers  identify  brands  that  have  similarity  to  their  own  personalities  and 
represent closeness in terms of the psychographic and emotional attributes. 
 
Brands influence consumer decisions to buy in any of the above ways, or through combinations 
of them, sometimes with tremendous persuasive appeal. The brand-person associations can also 
have  a  more  personal  nature.  A  consumer-brand  relationship  becomes  functional  after  the 
purchase is realized by the customer on an appropriate opportunity. The opportunity may be 
derived through the marketing constituents like availability, financial schemes for the buying and 
pre- and post-sales services (Rajagopal, 2005
b). There are models that follow the same line of 
reasoning,  that  there  is  input,  transformation,  and  output  in  the  model.  In  branding  the  term 
‘media’  refers  to  communication  vehicles  such  as  newspapers,  magazines,  radio,  television, 
billboards, direct mail, and the Internet. Advertisers use media to convey commercial messages to 
their target audiences, and the media depend to different degrees on advertising revenues to cover 
the cost of their operations. Hence: 
 
H2:  Effective consumer-brand relationship is established after the buyer realizes the 
purchase and simultaneously transfers the brand personality. 
 
Brand-extension  strategy  in  a  competitive  environment  is  comprised  of  two  crucial  strategic 
decisions:  (i) against which competitive brand to position the new product, and (ii) how to 
position the new product. The first decision that envisages   the competitive-target decision--
requires an understanding of the competitive structure and an analysis of the opportunities and 
threats associated with selecting a certain position and the latter  is concerned with the selection 
of  product  attributes  or  benefits  that  provide  a  differential  advantage  for  the  new  product 
compared to the competitive offerings (Hauser and Shugan 1983). The positive advertising and 
communication help in building and nurturing the brand personality in the competitive situation 
in  a  market.    The  intimacy  theory  of  communication  builds  the  brand  personality  more 
effectively  across  varied  consumer  situations  than  exchange  or 
seduction theory.  Drawing from consumer psychology concepts it may be described that the 
intimacy  attributes  relevant  to  services  marketing-the  "five  C's  of   25 
Communication,  Caring,  Commitment,  Comfort,  and  Conflict  resolution,  play  a  vital  role  in 
brand personality. Thus it may be hypothesized as: 
 
H3:   The brand personality is perceived by the consumers when the advertisement is 
positive to their own personality  and endorses the intimacy  attributes with the 
communication. 
 
 The cognition and emotion form a complex and inseparable relationship within higher-order 
human cognitive behavior. Higher-order image processing exists in emotions. In the central route 
of the elaboration likelihood model, emotions play a substantial role in understanding product 
features.    From  this  perspective,  understanding  process  of  the  advertisements  as  tool  for 
developing the brand knowledge needs to be considered as a higher-order cognitive process. The 
process  of  cultivating  brand  awareness  through  the  advertising  and  communication  process 
include not only reasonable understanding of functional benefit, but also provides understanding 
of  benefits  based  on  user  perceptions,  usage  imagery  and  brand  personality.  Advertising 
processing  comprises  the  sequence  of  cognition  and  does  not  give  importance  to  the  affect 
constituent of it. Both impact on the consumer’s attitude and behavior and the level of this impact 
does not depend on the order of the processes (Rajagopal 2005
b). However, in case of advertising 
campaigns with multiple and different messages, the order effects may be important. Though the 
companies have full discretion in designing campaigns, it is all the more interesting to see if it 
makes a difference whether they start building brand personality by appealing to affective or 
cognitive reactions (Van Osselaer & Alba, 2000). So the proposition may be constructed as: 
 
H4:   The  brand  personality  is  influenced  largely  by  the  affective  and  cognitive 
attributes in the process of the advertising communication. 
 
A focus on the friend relationship rather than the brand personality can allow more scope and 
flexibility in the implementation of the brand identity. The focus is upon consumer perceptions, 
attitudes, and behavior toward the brand; attitudes and perceptions of the brand itself are hidden 
behind the closed doors of the organization. Yet the relationship with another person is deeply 
affected by not only who that person is but also what that person thinks of you. Similarly, a   26 
brand-customer relationship will have an active partner at each end, the brand as well as the 
customer. Thus the scanning of data and framing hypotheses about the types of relationships that 
exist  becomes  essential.  In  the  latter  stage,  respondents  may  be  allocated  to  relationship 
categories on the basis of the hypothesized relationship groupings. In the process, the relationship 
typology is refined. The relationships are then formalized into specifications, and coders classify 
the respondents into those relationships. The  groups are then profiled.  Often the  relationship 
groupings correspond to like, dislike, and neutral segments. Thus: 
 
H5:  Higher  investment  in  consumer-brand  relationships  pulls  greater  loyalty  in  the 
competitive environment. 
 
Successful brands eventually have the opportunity to take on brand leadership positions. This is 
often expressed in advertising as a product superiority driver; and it works as consumers often 
prefer the market leader because they assume it is better. Strong brand positions can be built on 
anything  enduring,  including  images  or  simply  the  biggest  selling.  The  message  must  be 
presented  consistently  in  all  marketing  initiatives.  There  are  two  central  elements  to  brand 
personalities: the type of benefits offered by the brand and the type of consumer who will value 
them. Advertisements which show nothing but product features trying to appeal to consumers 
rationally. Usually the focus would be the unique sales proposition (USP) or a selling idea which 
can differentiate the brand from its competitors. Advertising builds the emotional image of the 
brand and the brand personality associated thereof provides depth, feelings and liking to the 
relationship. A brand personality thus can make a brand more interesting and memorable and 
become a vehicle to express a customer's identity (Rajagopal, 2006
c). Hence: 
 
H6:   Advertisements or market communications help building the brand personality of 
the product when consumer correlates the human qualities to the products that are 
advertised. 
  
The "voice of a brand" is part of the promise and experience of a brand.  Customers hear the 
voice in automated service systems, at retail, in the media and elsewhere.  The tone, content and 
nuances of that voice are critical. The meaning or user understanding on the product is also an   27 
important  source  of  brand  personality  creation  in  the  advertisement  or  any  type  of  media 
communication. The brand-person associations can also have a more personal nature. Brands can 
be associated with persons who use or used that particular brand, for example a close friend or a 
family member. Also, brands received as gifts can also be associated with the person from whom 
the gift was received. These person associations serve to animate the brand as a vital entity in the 
minds of the consumers. Consumers often feel vulnerable if they are not fully informed about the 
product attributes and given overwhelming commercial information.  
 
Although  variety  seeking  leads  to  the  novelty,  abruptness  and  forgoing  the  monotony  of 
repetitive  use  of  the  same  brand  and  product,  such  behavior  may  involve  risk  of  buying 
unfamiliar  brand  products  (Rajagopal,  2005
c).    This  may  also  lead  to  the  post-purchase 
dissatisfaction and customer may undergo a financial loss and emotional disquiet. This situation 
leads  to  perceived  risk  and  affects  the  comprehensiveness  of  purchase-decision  process  and 
information processing ability of consumers. Hence it may be hypothesized as: 
 
H7:   The perceived risk and the preference of the brand name are positively associated 
with the decision process of the customer to purchase an untried brand. 
 
It has been argued in the above studies that brand difference as perceived by the consumers 
influence their motivation for variety seeking. In absence of an appropriate communication on 
different  values  of  competing  brands,  consumers  may  not  distinguish  strategies  in  seeking 
alternatives to their regular consumption pattern, and they will stick to brands that they have been 
using. Under such situations a large proportion of consumer brand perception is obtained under 
low-involvement conditions and is therefore not consciously processed by the consumer’s brain. 
Such associations tend to be stored in terms of metaphors and importantly, they tend to aggregate 
in clusters.  The consumers feel that some brands are believed to offer better quality and value 
than some others if the perceived brand difference is high. Hence, the variety seeker may find 
potential to acquire higher value in trying an unfamiliar brand and lessen the randomness of 
variety-seeking behavior. The following hypothesis is therefore framed:  
   28 
H8:  The intention of the consumers to depend on the brand name is associated to the 
perceived differences in the brands by the consumer towards making decision to 
purchase an unfamiliar or new brand. 
 
Both corporate and product dominant structures have been evolving towards hybrid structures. 
Firms with corporate dominant structures have been adding brands at other levels, for example, 
the house or product level, to differentiate between different product divisions. Product-dominant 
structures may be described in reference to the multiple local brands that are moving towards 
greater integration or co-ordination across the markets through corporate endorsement of local 
products.  These  companies  also  vary  in  the  extent  to  which  they  had  clearly  articulated 
international brand architecture to guide this evolution. Some, for example, lay out the different 
levels at which brands were to be used, the interrelation between brands at different levels, the 
geographic scope of each brand and the product lines on which a brand was to be used, while 
others  had  few  or  no  guidelines  concerning  international  branding  (Rajagopal  and  Sanchez, 
2004). The factors such as corporate skills in handling the complexities in the process of product 
development  also  influence  the      brand  decisions  of  consumers  and  a  standardized  product 
development process and user friendly technology tend to give a sense of understanding to the 
consumers  about  difference  in  the  process  among  the  competing  products.  Consequently, 
consumers give less weight to the brand name in the process of making purchase decision. Under 
such situation the following hypothesis may be stated: 
 
H9:  Consumers give more weight to the brand name in making decision to purchase an 
unfamiliar  branded  product  when  there  is  greater  difference  in  the  production 
process followed by the companies.               
 
The value of corporate brand endorsement across different products and product lines, and at 
lower levels of the brand hierarchy also needs to be assessed as a customer value driver. Use of 
corporate brand endorsement either as a name identifier or logo identifies the product with the 
company,  and  provides  reassurance  for  the  customer  (Rajagopal  and  Sanchez,  2004).  The 
company association can enhance customers' anticipated value towards taking a decision to buy 
an unfamiliar brand by eliciting more emotional and social values and generate 'me too' feeling.    29 
Accordingly the consumers seeking variety may get associated with the brand in order to achieve 
higher satisfaction. Hence the hypothesis may be set as: 
 
H10:   The brand name plays a significant role in the purchase decisions on unfamiliar 
brands  if  the  brand  name  and  company  association  enhances  the  customers’ 
satisfaction and augments their value.  
 
The  relationship  marketing  with  a  customer  value  orientation  strengthens  the  length  of  the 
customer-company relationship which contributes in optimizing the profit for the firm in the long 
run. The customer values are governed by the perception on economic and relational variables 
conceived by the buyers on the products.  The organizational values and customer relationship 
approaches of the company also influences the customers to acquire higher values. Hence, it has 
been hypothesized that: 
 
H11: Higher perceived value acquired by the customers over the values assessed by 
the company improves the performance of the new products in the market. 
 
H12: The customer value is augmented if the gap between desired product attributes 
perceived by the customers and the product offered remains marginal 
 
The design standards and attributes of the new products offered, build the product attractiveness 
and the customer driven products help in acquiring higher level of satisfaction. The companies 
may involve the customers in the product designing process and incorporate their preferences in 
order to optimize the application derived customer values (Rajagopal, 2006
b). So, the hypotheses 
may be frames as: 
 
H13:  The  customer  value  may  enhance  with  the  higher  degree  of  customer 
involvement in the product design process and increase the product attractiveness in 
for retailing. 
   30 
H14: The customer value is enhanced if the gap between the product communication 
of the company and acquired perceptions on the product generated with reference to 
the same is marginal. 
 
The product and brand loyalty is built through an augmented and sustainable customer value. A 
company may optimization profit over the period through systematically explored concepts in the 
field of customer value.  
 
General Study Design 
 
This study is based on the primary data collected from the 370 consumers of discount retail chain 
stores  in  Mexico  in  the  intervals  of  two  weeks  during  2002-2003.  A  short  and  purposeful 
questionnaire  has  been  administered  to  the  respondents  and  also  6  focus  groups  have  been 
planned during 2004 to organize with a view to document the qualitative perceptions on the 
various factors associated with their loyalty and trust towards the retail chain stores. The data has 
been analyzed in clusters of retail stores and consumer demographics. The content analysis of the 
focus groups and managerial views on brand building through advertising and creating life time 
customer  value  has  been  measured  by  using  the  qualitative  data  analysis  software  N5.  It  is 
proposed to initially develop a conceptual paper on the proposed model and discuss the same in 
an academic forum. Later the draft report will be prepared using the statistical results of the 
primary investigation and testing the model.  
 
The respondents were involved in buying the new products introduced in five consumer products 
categories which include food and beverages, apparel, cosmetics, toys and household electronics. 
In all, the data of 369 observations were analyzed in the study. The respondents of the study were 
categorized in reference to the magnitude and direction to the broad answers to the questions like 
influence  of  brand  or  company  name  associated  in  buying  the  unfamiliar  brand  as  positive, 
negative, indifferent. This process led to three principal clusters of respondents as stated below:  
 
Cluster-C1:   Consumers, who recognize positive influence of the brand name or 
company name association in buying of unfamiliar brands,   31 
Cluster-C2:   Consumers, who recognize negative influence of the brand name or 
company name association in buying of unfamiliar brands, and  
Cluster-C3:   Consumers, who are not sure of the significance of the brand name 
or company name association in buying of unfamiliar brands, have 
been clustered as indifferent. 
 
Major  variables  selected  for  the  study  are  exhibited  in  Table  1.  Of  these  four  independent 
variables used in the study brand extension, extension information, perceived risk and parent 
brand name for conducting various experiments. 
 
//Table 1 about here// 
 
The dependent variable is measured as consumer perspectives on decision making towards brand 
extension  products.  The entire  variable  was  measured  by  multiple  items.  A  large  number  of 
statements have been structured to acquire the agreement or disagreement of the respondents 
towards their cognitive behavior associated with the brand and company name. The statements 
had a 7-point scale ranging from ‘fully disagree (1)’ to ‘completely agree (7)’. The study designs 
in reference to each experiment have been discussed in respective experiments detailed in the 
following section. 
 
Results and Discussion 
 
4.1 Experiment-I 
Impact of Advertising Variability on Buying Decisions 
 
This study was conducted with the selected samples wherein the respondents were
 randomly 
assigned to conditions
 in a 2 (target:
 product or selected brands)
 × 2 (processing goal:
 perceptions 
or  no
  explicit  impression)  ×
  2  (presentation  order:  positive
  first  or  negative  first)
  between- 
subjects  design.  The  respondents  of  the  study  were
  told  that  they  would
  be  mapping  their 
perceptions in reference to the selected brands of the fast moving customer goods (FMCG).
 Next, 
they  were  given
  instructions  to  form  an
  impression  on  the  brands’  personality  reviewing  the   32 
advertisements connected with them. Two
 independent raters counted the
 total number of positive
 
and  negative  attributes  recalled.
  Ninety-three  percent  of  advertisement  recall  attributes  were 
classified as
 positive or negative by
 both judges while the remaining
 (7%) attributes were either
 
incorrectly recalled or judges
 disagreed on these attributes.




 t-tests on the positive and 
 negative perceptions indicating similarities of personality and 
brand identification with their own personality indicated that positive
 attributes (M = 7.27)
 were 
rated as more
 favorable than both neutral
 {M = 5.19; t(114)
 = 25.59, p <
 (.001)} and negative 
attributes
 {M = 2.51; t(114)
 = 52.54, p <
 (.001)}. Negative attributes were
 rated as less favorable
 
than neutral attributes {t(114)
 = -38.64, p <
 (.001)}. Separate ANOVAs on
 these indices as well
 as 
on information relevance
 and attribute importance revealed
 no effects (p's >
 .15).
 An ANOVA on 
the
 number of similarities of customer personalities with the emotional attributes of brand yielded 
a main
 effect of processing goal
 {F(1, 110) = 4.29,
 p < (.05)}, a
 main effect of identifying the 
brand {F(1,110 ) =
 7.29, p < (.01)},
 and a two-way interaction
 between processing goal and brand 
identification  {F(1,  110)  =
  7.15,  p  <  (.01)}.
  These  propositions  were  also
  qualified  by  a 
significant
 three-way interaction {F(1, 110)
 = 5.63, p <(
 .05)} among the positive , negative and 
indifferent perceptions of the customers associated with the brand emotions. An ANOVA on
 the 
number  of  dissimilarities  between  the  personality  of  the  customer  and  psychodynamics 
associated with emotions of the brand yielded a
 main effect of processing goal {F(1, 110) =
 
10.33,  p  <  (.01)},
  and  two  two-way  interactions
  between  processing    goal    and  brand 
identification {F(1, 110) =
 8.14, p < (.01)}.
 Consistent with
 hypothesis 1, these findings
 imply 
that customers tend to identify brands that have similarity to their own personalities and represent 
closeness in terms of the psychographic and emotional attributes. This
 effect is stronger when
 
brands represent near similarities with the customers’ own personality (Rajagopal, 2005
b). 
 
The  simple  effects  tests
  were  administered  on  the  data  sets  of  the  study  1  that  expect  low 
variability, the results demonstrated more positive and
 fewer negative attributes when
 positive 
behavioral attributes of buyers was presented
 earlier (vs. later; M's
 = 2.84 vs. 2.17;
 F(1, 101) = 
4.86,
 p < .05, for
 positive attributes and M's
 = 2.08 vs. 2.78;
 F(1, 101) = 4.85,
 p < .05, for
 negative 
attributes). In contrast,
 under high variability, more
 positive and fewer negative
 attributes were   33 
found when
 buyer attributes were transferred to the brand personality (vs. earlier; M's
 = 2.88 vs. 
2.08;
 F(1, 101) = 7.07,
 p < .01, for
 positive attributes and M's
 = 1.96 vs. 2.63;
 F(1, 101) = 4.53,
 p 
< .05, for
 negative attributes). These results of the study confirm the hypothesis 2 as effective 
consumer-brand  relationship  is  established  after  the  buyer  realizes  the  purchase  and 
simultaneously transfers the brand personality. 
 
Another experiment was conducted to test the hypotheses 3 and 4 administering a short and 
purposeful questionnaire to the 87 students of the institute during 2 semesters of the academic 
year 2003. They were randomly assigned
 to conditions in a
 3 (expected variability: high,
 low, or 
no instruction
 about variability) × 2
 (decision order: positive  first
 or negative first) between- 
customer personality and brand preference issues (Rajagopal, 2005
b).  
 
The brand likeability and clarity are influenced by the interaction between context/ advertisement 
congruency  and  product  category  involvement  in  the  hypothesized  direction.  The  contrast 
between  the  context  and  the  advertisement  seems  to  stimulate  high  involvement  consumers, 
while similarity between the context and the ad appears to make advertisement processing easier 
for  low  involvement  individuals.  The  analysis  of  the  data  of  study  2  revealed  that  shared 
attributes  in  an  advertisement,  the  interaction  between  features  of  the  advertisement  and  
behavioral intimacy attributes was significant for both positive {F(1, 87) = 9.01, p <(.01)} and 
negative  {F(1,  87)  =  11.04,  p  (<  .001)}  impacts.  When  the  advertisements  share  positive 
attributes, the correlation between brand preference and the valence index of recall was found  
higher and  when consumers expected high (vs. low) variability (r's = .56 vs. .22; z = 2.01, p < 
.05). This difference in
 correlations between high and
 low variability was negligible
 when the 
information  featured
  unique  attributes  (r's  =
  .55  vs.  .58;  z
  =  -.07,  p  >
  .94).  Consistent  with 
hypothesis
 3, the results of the study endorses that the brand personality is perceived by the 
consumers when the advertisement is positive to their own personality and endorses the intimacy 
attributes with the communication. 
 
An ANOVA
 on the evaluation index
 of the cognitive attributes associated with brand behavior of 
customers in reference to the advertising (α = .91) yielded
 a main effect of
 positive attitude for the 
brands  that  are  associated  with  the  advertisements  closed  to  the  cognitive  dimensions  of   34 
customers {F(1, 87)
 = 5.37, p <
 (.05)}. It also yielded
 two two-way interactions between
 expected 
variability  and  effectiveness  of  advertisements  {F(1,  87)  =
  3.98,  p  <  (.05)}
  and  features  of 
communication  and
 attribute uniqueness that have close match to the personality of customers 
{F(1, 87)
 = 6.70, p <
 (.01)}. These effects were
 qualified by a significant
 three-way interaction 
{(F(1, 87)
 = 5.22, p <(
 .05)}. This result establishes the hypothesis 4 revealing that the brand 
personality is largely influenced largely by the affective and cognitive attributes in the process of 




Brand Extensions and Consumer Behavior 
 
The ANOVA on the diagnosticity index for the process food sector brands revealed a significant 
interaction between information and extension category {F(1, 86) = 24.07, p < .001}. Consistent 
with Hypothesis 5, the simple-effects test revealed that negative (vs. positive) information was 
rated as more diagnostic for close extensions {M's = 0.63 vs. 0.57; F(1, 86) = 7.61 p < .01}. In 
contrast, as predicted by Hypothesis 6, positive (vs. negative) information was rated as more 
diagnostic for far extensions {M's = 0.69 vs. 0.57; F(1, 86) = 17.42, p < .001}.  Similar findings 
were obtained with the cosmetics products brands. Specifically, an ANOVA on the diagnosticity 
index yielded a significant information per extension category interaction {F(1, 124) = 20.03, p < 
.001}.  
 
As expected, the simple-effects test indicated that negative (vs. positive) information was rated as 
more diagnostic for close extensions {M's = 0.63 vs. 0.59; F(1, 124) = 6.36, p < .05}, while 
subjects rated positive (vs. negative) information as more diagnostic for far extensions {M's = 
0.63 vs. 0.57; F(1, 124) = 13.13, p < .001}. The data was analyzed using a 2 (extension category: 
close Vs. far) × 2 (information: positive Vs. negative) between-subjects ANOVA. The coefficient   
of correlations for the close brand extensions and positive information lead to higher degree as 
compared  to  any  other  relationships  (Rajagopal, 2006
c).  The  Figure  1  exhibits the  consumer 
perceptions matrix in reference to the brand extension and information diagnosis parameters.  
 
// Figure 1 about here//   35 
 
It was expected that, consistent with past research on the negativity effect, negative (Vs positive) 
information  would  be  perceived  as  more  diagnostic  in  the  domain  of  close  extensions  (H5); 
however,  positivistic  effect  (positive  perceived  as  more  diagnostic  than  negative)  would  be 
obtained for far extensions (H6). This pattern of results calls for an interaction between extension 
category  and  information.    There  is  likelihood  that  information  may  be  used  as  a  basis  of 
response to a subsequently measured construct and determined by (i) the accessibility of the input 
in  memory,  (ii)  the  perceived  diagnosticity  of  the  input  for  the  judgment,  and  (iii)  the 
accessibility of other inputs in memory. An input is considered diagnostic if it helps to assign the 
target to one particular category - high or low quality (Herr et.al, 1991). Therefore, in the context 
of information feedback effects, the extension information would be diagnostic to the extent that 
it indicates the quality of the family brand. The extension information is highly accessible; it will 
influence family brand evaluations, irrespective of the brand extension's diagnosticity. This is 
because in this condition, the extension information is highly featured and sufficient for making a 
judgment  about  the  family  brand  name  (Feldman  and  Lynch  1988).  The  trend  diagnosis  of 
information  for  the  processed  food  products  and  cosmetics  in  the  specific  market  locations- 
retails  stores  and  super  stores  has  been  exhibited  in  Table  2.  The  analysis  reveals  that  the 
correlation of brand extension variables - positive close, positive far, negative close and negative 
far with buying decisions on the extended brands showed lower degree of association. It may be 
stated in view of the results that the ambience of market outlet does not have a strong influencing 
factor  over  the  information  diagnostics  for  the  consumers  to  make  decisions  on  buying  the 
extended brands (Rajagopal, 2006
c). 
 
//Table 2 about here// 
 
The increasing availability of customer-level data on brand information and the willingness of 
marketers to customize the products offered through the brand extensions makes the segment-
level description of household purchase decisions a compelling issue. 
 
The respondents were provided with the brand profiles and either positive or negative attribute 
information about the new brand extension. The brand profiles contained the relative ranking of   36 
the competing brands in each sector. Reliability was chosen as the target attribute because a 
pretest  indicated  that  it  was  an  important  attribute  for  both  categories  of  the  products.  The 
comparison brands were chosen on the basis of pretests and actual consumer reviews indicating 
their perceptions about the brands in their respective categories. For example in the positive-
information  condition,  the  new  extension  introduced  by  some  of  the  brands  like  Jumex  was 
portrayed  as  being  clearly  superior  to  the  moderate  brands  and  as  having  the  same  level  of 
reliability as the high quality brand (Jugo del Valle or Great Value). In the negative-information 
condition,  the  extension  was  portrayed  as  clearly  inferior  to  all  the  competing  brands  in 
reliability. All the moderate brands (including Jumex) were assigned similar ratings on ease of 
use,  slightly  lower  than  those  of  the  leading  brands  (Jugo  del  Valle  and  Great  Value).  The 
respondents rated the extent to which processed food products and cosmetics are reliable on three 
scales anchored by "strongly disagree" and "strongly agree," "extremely unlikely" and "extremely 
likely," "not at all probable" and "very probable." The mean of the belief parameters constituted 
the belief index (= 0.92). Brand evaluations were measured via three scales anchored by "very 
unfavorable" and "very favorable," "very negative" and "very positive," and "very bad" and "very 
good." These items were averaged to form an evaluation index ( = 0.84). The perception on 
beliefs about the brand extensions in the conditions of normal accessibility of both the categories 
of products, in terms of reliability were enhanced in response to positive information (M close = 
5.31, t = -2.05; M far = 5.46, t = -2.64; p's < .05), and were diluted in response to negative 
information  (M  close  = 3.44,  t  =  3.21;  M  far  =  3.90,  t  =  2.77;  p's  <  .01)  regardless  of  the 
extension category (Rajagopal, 2006
c).  
 
The impact of the positive extension information can be enhanced such as providing information 
about extension on the packages of other products of the same family brand name by making it 
more accessible in the decision situation. Similarly, diagnosticity of the extension information 
can be influenced by communication strategies that enhance/diminish the relevance of attribute 
beliefs  in  evaluating  the  family  brand.  The  findings  of  the  study  in  general  establish  the 
hypotheses framed in the paper. 
 
4.3 Experiment-III 
Brand Name and Variety Seeking Behavior   37 
 
The data collected from respondents were tested for its reliability applying the Cronbach Alfa 
test. Variables derived from test instruments are declared to be reliable only when they provide 
stable and reliable responses over a repeated administration of the test. It has been observed from 
the test results that the variables associated with the perceived risk (4), perceived brand difference 
(5) and brand and company name (5) showed the highest reliability.  The significance tests and 
clustered mean values of the selected variables have been exhibited in Table 3.  
 
//Table 3 about here// 
 
The Wilk’s Lambda, a multivariate analogue of the coefficient of alienation was also tested for 
the major variables which derived significant values and upon individual consideration of the 
predicators, all showed a statistically significant influence on the dependent variable except the 
variable  denoting  the  expertise  associated  with  the  company  which  enhances  the  customers’ 
satisfaction and augments their value (p=0.128 >0.05). The mean values on the variable segments 
of the clusters of respondents reveal that there is largest gap between C1 and C2 on perceived risk 
and a considerable separation may also be seen on perceived brand difference between the same 
clusters. However, the difference among all the three clusters C1, C2 and C3 are marginal in 
reference to the other two variable segments- brand and company name association and customer 
value  enhancement  (Rajagopal,  2005
c).  The  results  exhibited  in  the  Table  4.2  show  that  the 
statistical measurements of variable segments supports hypotheses H7, H8 and H9 framed in the 
study except H10.  
  
//Table 4 about here// 
 
The analysis of consumer perceptions in relation to the 14 products covered under the study as 
exhibited in Table 4 show that there exist a smaller gap between respondent clusters C1 and C2 in 
product categories P1, P2, P3 and P6. However the gap has been  found  larger in the product 
categories P4 and P5 as compared to the other categories of products.  This suggests that customer 
pays higher significance to the band name and company association in purchase of unfamiliar 
brand in these categories. However, the brand name and a company association was not regarded 
as important in case of buying  detergents and toiletries in the product of categories P4 and P5 as    38 
the  respondent    felt  that  the  brand  name  and  company  association  may  not  contribute 
significantly  to  augment  the  customer  satisfaction  and  add  psychometric  values  in  using  the 
products. The pooled inter-group matrices have been exhibited in Table 4 with reference to the 
four variable segments discussed in Table 5.  
 
//Table 5 about here// 
 
The  results  of  the  correlation  matrices  indicate  that  there  exists  a  lower  degree  correlation 
between the perceived risk and perceived brand difference (V1,V2), brand name and perceived 
brand difference (V3,V2) and perceived risk and company name (V1,V3). It may be observed from 
the above matrix that the coefficient has a maximum value of 0.394 which do not pose a serious 
concern  of  multi-collinearity.  The  Eigen  values  have  been  computed  to  estimate  the  shared 
variance  between  the  respective  optimally  weighted  canonical  variates  of  dependent  and 
independent variables. The canonical correlations analysis has been derived considering the set of 
dependent and independent variables representing the canonical functions. The analysis of the 
data indicates that the first function (F1) has the highest eigenvalue (0.539) which accounts for 
89.36 percent while the second function (F2) has shown relatively smaller eigenvalue (0.152) 
with 11.64 percent of the explained variance. The analysis reveals that the canonical correlations 
for  F1 and  F2 are 0.637 and 0.174 respectively. Accordingly, it may be stated that the F1 is 
superior to F2 (Rajagopal, 2005
c). The Table 6 exhibits the standardized canonical coefficients of 
discriminant functions and functions at group centroids. 
 
//Table 6 about here// 
 
The results show that the value of coefficients among the variable segments V1 and V2 are of 
higher degree for canonical function F1 which describes that these two variables perceived risk 
and perceived brand difference are basically associated with the function. Similarly, the company 
name and customer value variables are associated with the function F2 as the coefficients show 
relative  by  higher  values.  In  reference  to  the  clusters  of  respondents,  the  segment  C1  which 
represents positive influence of brand name in consumers’ behavior of respondents show highest   39 
value on function F1 while C2 represents the lowest value as the function F1 is associated with 
perceived risk and perceived brand difference variables.  
 
//Figure 2 about here// 
 
Such results indicate that higher perceived brand risk and brand difference may provide more 
confidence on the company name while making decisions towards buying the products of an 
unfamiliar brand. The Figure 2 exhibits the consumer perceptions matrix for the perceived risk, 
brand difference and brand name and customer values associated with the brand in reference to 
the clusters of respondents. The data was analyzed using a 2 (perceived risk and brand difference: 
high vs. low) × 2 (brand name influence: familiar vs. unfamiliar).  
 
The  results  show  that  the  coefficient  of  correlations  for  the  high  perceived  risk  and  brand 
difference has led to quick adaptation of familiar brands in all the respondents’ categories while 
delayed adaptation for the unfamiliar brands in the C1 and C2 categories as compared to other 
relationships.  These results support the Hypotheses H7, H9 and H10 in reference to the influence 




Measuring Customer Value Gaps 
 
 
In  this  experiment  the  analysis  of  the  empirical  data      has  been  analyzed    through  various 
customer    value  drivers,  wherein  β ˆ   represents  the  coefficient  of  relative  satisfaction  of  the 
customers,  ∂  denotes  the  variability  between  the  corporate  values  and  perceived  values  of 
customers associated with the product,  0 γ  represents  the initial satisfaction delivered by the 
product in terms of economic variables  and  1 γ  shows the customer satisfaction derived through 
the relational factors. The results on the analysis of the above variables refer to the short term 
customer values associated with the new products introduced in the retail market by the firms for 
competitive gains. The relational and economic variables selected for the study are illustrated in   40 
Table 1. The descriptive statistics of the data sets for the variable segments used in the analysis of 
the study is exhibited in Table 7. 
 
//Table 7 about here// 
 
The perceived customer value in reference to the product attractiveness  x F  has been estimated as 
discussed in the paper in reference to the gaps model. The result has been exhibited in Table 8. 
The  estimations  represent  for  all  the  observations  of  the  study  and  standard  error  has  been 
calculated accordingly. 
//Table 8 about here// 
 
In the above Table first column displays the results when the initial robust weighting matrix is 
employed  and  the  second  column  presents  the  results  from  optimal  weighting  matrix.  The 
standard error (SE) has been estimated with the adjusting parameters 
t
p at q C ,  and Q ˆ  as discussed 
in the paper. The results showed that SE typically increases once the adjusted and calibrated 
parameters   0 γ  and  1 γ  have accounted for measuring the gap between the expectations of the 
company and customer perceptions widen in reference to a given product and market conditions. 
 
It has been observed during the study that initial consumption of the new product introduced in 
the market remains high. However, the long term customers value is influenced by the price and 
non-factors  associated  with  the  product.  The  performances  of  the  company  in  retailing 
management of the product in terms of just-in-time supplies, display, point of sales approaches 
and customer services also help in building the customer values for the product in a given market 
(Rajagopal, 2006
b). The Table 9 exhibits the gap between the offering strategies of the new 
product in terms of product design and standards and the customer expectation on economic and 
relational variables. 
//Table 9 about here// 
It  may  be  observed  from  the  analysis  that  the  difference  among  theβ ˆ ,  constant  of  relative 
satisfaction for various customer and company related variables have been marginal in the study. 
The p-values are also significant for most of the critical variables. This may indicate that the   41 
perceived  values  acquired  by  the  customers  and  corporate  values  associated  with  product 
offerings match closely. The relational variables stand close to the economic variables, which 
enhances the aggregate customer value for the product offered. Hence, it may be stated that the 
results of the study establish the hypotheses H11 and H12. 
 
The product positioning strategies and product delivery approaches also determine the customer 
values during initial period of product offering. In this process value gaps may be created among 
customers in a given market due to lack of coordination among these marketing functions. The 
Table  10  exhibits  the  measures  of  relative  customer  satisfaction  in  reference  to  product 
positioning strategies and retailing management. 
 
//Table 10 about here// 
 
It may be observed from   β ˆ  values that the appropriate product positioning strategies associated 
with the effective retailing management marginalizes the perception differences of the customers 
on new products offered in the market. The level of satisfaction derived through the virtual stores 
and personal selling is largely same for the respondents of the study though parameters   0 γ  and 
1 γ  accounted for measuring the gap between the product positioning and retailing strategies  of 
the company presented in the Table 4.8 showed wider variations (Rajagopal, 2006
b). The results 
presented  in  the  above  Table  reveal  that  strategic  product  positioning  and  effective  retailing 
reduce the gap on customer perceptions and help in augmenting the long-run values. Hence, the 
hypotheses H13 framed gets established. 
 
One of the prominent features emerged during the study is that the customer perception is largely 
governed  by  the  marketing  communications.  The  word-of–mouth,  referrals  and  commercials 
issued by the firm drive the decision factors of customers towards the new products. It may be 
observed  from  the  Table  11  that  there  exists  a  close  association  among  the  factors  of 
communication and perceived values of the customers. 
 
//Table 11 about here// 
   42 
The analysis of the data presented in the above table reveals that there is a close association 
among the variables of communication, organizational dimensions and the perceived values of 
the customers towards new products. The results show that the variability factor   ∂ is marginal 
for the selected variables and the  β ˆ  values are close to each variable, with significant level of p 
values.  There  remains  minimum  gap  among  these  variables  which  leads  to  increase  in  the 
customer values. The results exhibited in Table 10, hence establish the hypothesis H14 framed 
for the study. 
 
The study reveals that the customer value is embedded in the functional variables of new product 
development and positioning in a given market. The individual consumption behavior is largely 
value driven. The model discussed in the study has been tested and the fit of the customer values 
have been estimated by adjusting the tangible and intangible variables. This model may also be 
useful in determining the customer portfolio, choice matrix to determine the consumer behavior, 
retailer management strategies for optimizing the customer values, aggregate returns and discrete 





The research on the dynamics of business relationships and the dynamics of brand relationships, 
with particular attention to new business environments, is becoming more significant with the 
increasing importance of the Internet in business activities.  The previous studies have proposed 
taxonomy  for  a  better  understanding  of  the  relationships  and  linkages  between  brands  and 
customer portfolios (Rajagopal and Sanchez, 2005). Hence, the managerial importance of the 
topic seems evident as revealed by the Experiment-I. Advertising is by far the most important 
communication tool in marketing and with every advertisement brand personality is built. The 
media effectiveness in reference to brand personality and customer response to the brands may be 
studied for building long-run branding strategies. The effectiveness of any advertisement can be 
measured at two different levels – pre-insertion and post-insertion of the advertisement in the 
media along with the brand awareness programs for effective impact of communication on the 
customers  segment.    However,  identifying  an  appropriate  market  and  starting  a  meaningful   43 
relationship using relevant and entertaining content is generally a much more compelling tactic 
for creating loyal customers. 
 
This research also
 extends previous social psychological
 research on impressions of
 individuals 
versus  social  groups
  by  demonstrating  the  effect
  of  attribute  uniqueness  on
  information 
processing and  group
  judgments. The study also suggests that social
  psychological theory of 
impression
 formation can be useful
 in understanding how family
 brand impressions are formed
 in 
addition to the
 cognitive theories used by
 previous research on brand
 equity. This framework 
focuses
  on  memory-based  versus  on-line
  aspects  of  information  processing.
  These  different 
processes can
 lead to significant differences
 in family brand evaluations
 as a function of




The Experiment-II on one hand endorses the Keller's (1998) conceptualization and also extends it 
by demonstrating an interaction between fit and the brand extension information. However the 
best fit of the model (Figure 1) can be subject to implementation  through similarity between the 
family brand and the extension on the basis of product-related attributes or non-product related 
attributes such as brand image (Keller 1998). The underlying construct is similarity between the 
family brand and the extension, which is likely to influence the perceived diagnosticity of the 
extension information for the family brand evaluation. Another interesting issue is whether the 
type of positive/negative information interacts therewith. However, future studies may tend to 
examine  the  ambiguities  associated  with  consumer  expectations  in  the  context  of  brand 
extensions and provide extension information on a reliability attribute that is likely to be easily 
interpretable at the brand performance level, and hence diagnostic for the brand evaluation. 
 
Brand  information  (positive  or  negative)  can  have  an  important  function  in  markets  with 
consumption externalities apart from its persuasive and informative roles. Information inflow on 
brands and outflow through inter-personal communication may act as a device to coordinate 
consumer  expectations  of  the  purchasing  decisions  of  other  consumers  in  markets  with 
consumption  externalities.  The  implications  of  positive  and  negative  communications  on  the 
brands  as  a  coordinating  device  may  be  analyzed  by  the  companies  to  help  their  decisions 
strategically on brand extensions. However, there may be some of the forces that can lead to herd   44 
behavior in diagnosing the brand communication. Under certain circumstances, consumers may 
simply mimic the fellow buyers’ decisions ignoring substantive private information. Although 
this behavior is inefficient from a social standpoint, it can be rational from the perspective of 
brand managers who are concerned about their reputations in the product or service market.  
 
It is observed that a group of individuals can learn and influence decision without substantial 
information base on its positive or negative versions and with only a small amount of rationality. 
The degree of such influence may be so intensive that the decisions are repeated many times by 
different players. Each player chooses an optimal reply, based on incomplete information about 
what other players have done in the past. Occasionally they make mistakes. When the likelihood 
of mistakes is very small, typically coordination equilibrium will be played almost all the time 
over  the  long  run.  Such  situations  towards  the  diagnosticity  of  the  information  on  brand 
extensions are not many but at the same time can not be ignored by the brand managers. Future 
researches may address  these complexities also in terms of brand relationship and consumer 
decision making towards brand extensions. However, strategically a company may empower the 
consumers to add value to their mother brand by migrating an extended brand to the public 
communication networks like television, internet etc. The organization needs to recognize that 
any promised experience hinges on buyers’ knowledge of the brand’s history.  Nike tried to make 
its promise of winning personalized, by allowing consumers to add their own word on the back of 
its trainers. However, the company needs to monitor the information analysis patterns in the close 
and far brand extensions as it plays the key role in making purchase decisions. 
 
It has been observed  in the Experiment-III that the perceptions on  brand name  in reference to 
brand risk and brand differences has been the prime factors in making buying decision for new 
brands among the consumers. More attention is being paid by the consumers to ascertain the 
brand name associated with the unfamiliar brands as the consumer feel high risk averse and 
entangle in decision making with perceived brand differences. The perceptions of the consumers 
on the corporate reputation and values associated therewith also influence the level of confidence 
on the brand name. The influence of brand name would be higher if the consumers perceive that 
the companies vary in delivering the product with a competitive advantage and augment their   45 
level of   satisfaction. The study revealed that high perceived risk and brand difference induce the 
consumers to review the brand name in the process of making buying decisions. 
 
Consumer perceptions play a key role in the life cycle of a brand. The role varies according to the 
stage in the life cycle, market situation and competitive scenario. Consumer perceptions on brand 
name and values associated therewith may lead to a significant impact on penetration build for 
new brands and for stimulating growth in existing brands provided they are anchored on a well 
defined activation platform that builds brand equity. However, a marketer can manipulate the 
company  name  within  certain  limits.  The  companies  may  need  to  consider  the  impact  of 
increased reliance of consumers on the brand name towards the promotion of new brands as this 
may discourage to go for higher promotional budgets for the new brands of the company. Hence, 
managers  may  aim  at  achieving  the  economies  of  scale  if  the  company’s  new  brands  are 
architected around the influence of the name of mother brand. It may be required for a company 
to invest on appealing communication strategies for creating awareness on the unfamiliar brands 
to influence the decision of consumers towards buying those brands that they have not tested 
before. The company may also need to consider emphasizing an integrated promotion strategy for 
new brands in reference to attributes, awareness, trial, availability and trial (AATAR) principle. 
Besides, the company should also observe the parameters that consumers use in determining the 
corporate image and brand performance.  However, it is necessary for the managers to consider 
that consumer perceptions are one of the core dimensions of brand equity, which refers to the 
emotional side of a brand image and is created by all experiences of consumers with a brand. The 
brand image is largely constituted by the corporate reputation and company name which becomes 
motivation for the consumers towards making decision on the new brands. 
 
The Experiment-IV on the measurement of customer values in retailing discusses that one of the 
challenges for the marketing manager of a firm is to incorporate the preferences of the customer 
into  the  design  of  new  products  and  services  in  order  to  maximize  the  customer  value.  An 
augmented and sustainable customer value builds the loyalty towards the product and the brand. 
Systematically explored concepts in the field of customer value and market driven approach 
towards new products would be beneficial for a company to derive long term profit optimization 
strategy over the period. Hence, a comprehensive framework for estimating both the value of a   46 
customer and profit optimization need to be developed. On a tactical level, managers need to 
consider the optimum spread of customers on  a matrix of product attractiveness and market 
coverage. This needs careful attention and the application of managerial judgment and experience 
to  measure  the  value  driven  performance  of  the  product  of  the  firm.  It  is  necessary  for  the 
managers to understand that customer value is context dependent and there exists a whole value 
network to measure, not just a value chain. This value network will contain important entities far 
beyond  the  ones  commonly  taken  into  consideration  in  financial  projections  and  business 
analyses.  
 
The model discussed in this paper provides a holistic view of the customer value by proposing 
ways  to  measure  the  different  variable  associated  with  it  viz.  product  attractiveness,  market 
coverage, communication and point-of-purchase services offered to the customers. The analysis 
of  these  variables  would  help  the  managers  develop  appropriate  strategies  to  enhance  the 
customer value for the new products and optimize the profit of the firm. Managers of a firm may 
consider the measurement of customer value with the advent of one-to-one marketing media, e.g. 
targeted direct mail or internet marketing; the opportunities to develop customer relationship 
management campaigns are enhanced in such a way that it is now both organizationally and 
economically  feasible  to  support  a  substantially  larger  number  of  marketing  segments  in  a 
profitable manner. The discussion in the paper on the customer value gaps in the process of 
marketing new products explores the possible situations that may lead to lower the customer 
value. An appropriate preventive strategy may be developed by the managers upon measuring the 
extent of such gaps to protect the deterioration in the customer values and optimize the profit of 
the firm. 
 
The customer value in terms of satisfaction is one of the indicators for building profit oriented 
strategies in a firm. The customer value concepts may be applied by the firms to evaluate the 
product performance in the given market and determine the approach for short run competitive 
advantage. In order to gain the returns in the long run on the aggregate customer value, firms may 
need  to  methodically  estimate  the  profitability  associated  thereof  in  terms  of  product 
attractiveness, volume of buying and market share thereof while introducing the new products in 
a  competitive  market  environment.  The  existing  theoretical  and  methodological  issues  are   47 
reviewed in this study and a new framework has been proposed for future research in measuring 
the customer value in specific reference to the new products as launching innovative and high 
technology products is a continuous process for the firms in the present competitive markets. The 
framework  for  measuring  the  customer  values  discussed  in  this  paper  provides  analytical 
dimensions for establishing the customer relationship by the firm and to optimize its profit levels 
by gaining the competitive advantage in the short run.  
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Table1: Variables Chosen for the Study 























































EVS: Economic Variable Segment, RVS: Relational Variable Segment 
 
 
Table 2:  Trend Diagnosis of Information on Extended Brands in Retail Sales Outlets 
(# Outlets = 33, # Respondents =119) 
Analysis in reference to the variable : buying decision 
Coefficient (r)  F  Information Variables 
On Brand Extensions  Processed 
Food 




Positive Close  0.39  0.44
b  13.51  18.83 
Positive Far  0.51
a  0.59
a  21.16  13.85 
Negative Close  0.40  0.37  42.27  16.94 
Negative Far  0.34  0.41  47.91  13.62 
 
a significant at 5% level 
b significant at 10% level 
 
Table 3: Significance tests and Clustered mean Values of the variables under study 
 
Clusters’ Means  Variable segments
a  Cronbach 
( ) α  
Wilk’s
( ) λ
b  C1  C2  C3 
Hypothesis 
Tested 
Risk perceived by the customers (4)  0.835  0.736 
(0.201)
+  4.97  6.12  5.82  H1 
Perceived brand difference (5)  0.795  0.927 
(0.163)
+  5.71  7.52  6.24  H2, H3 
Brand and company name association (5)  0.847  0.984 
(0.233)
+  4.43  5.84  5.69  H3 
Customer  value  enhancement  through 
brand name and company association  (2) 
0.645  0.938 
(0.128)
 ++  4.05  4.68  5.14  H4 
a Figures in parentheses indicate the number variables in the segment 
b Figures in parentheses represent p-values  
+ p = > 0.01 and 





Table.4: Cluster Means on the Variable Brand Name Association by Product Categories   49 
Respondent Clusters  Product Categories  C1  C2  C3 
Dental Care (P1)  3.77  3.92  4.15 
Processed Food (P2)  3.65  3.42  3.79 
Cosmetics (P3)  4.17  4.82  3.76 
Detergents (P4)  3.98  4.17  3.69 
Toiletries (P5)  4.19  3.87  4.06 
Dairy Products (P6)  3.46  3.68  3.83 
 
Table 5: Inter-group correlation matrices 
 
Table 6: Canonical Values and Fit of the Model 
Variable Segments  Respondent Clusters  Canonical 
Functions  V1  V2  V3  V4  C1  C2  C3 
F1  0.837  0.577  0.061  0.316  0.874  -0.152   -.0249 
F2  -0.173  0.264  0.326  0.632  0.114  0.227  -0.106 
 
 
Table 7: Descriptive Statistics for the Selected Variable Segments for the Study 
 
Variable Segment  EVS1   EVS2  EVS3  RVS1  RVS2  RVS3 
Sample Size  369  368  369  369  368  369 
Mean  6.720  4.288  5.761  4.503  6.065  6.154 
Standard Deviation  1.030  0.735  0.810  0.879  1.226  1.341 
Standard Error  0.054  0.038  0.042  0.046  0.064  0.070 
Skewness  -0.906  -1.085  -1.050  -0.610  -0.463  0.139 







Table 8:  Structural Estimation Results 















through brand name 
and company 
association  
Risk perceived by the customers   1.000  0.380  0.371  0.227 
Perceived brand difference   0.380  1.000  0.394  0.210 
Brand and company name association   0.371  0.394  1.000  0.215 
Customer value enhancement through brand 
name and company association 
0.227  0.210  0.215  1.000   50 
Parameters  Robust Weighting  Optimal Weighting 
β ˆ   0.95982  0.95693 
SE  0.0179  0.0154 
∂   4.188  4.507 
p  0.5146  1.3.966 
0 γ   0.0015  5.6131 
1 γ   0.0710  0.0613 
Chi-square  166.06  177.11 
 




Value Estimation Parameters for 
New Products  β ˆ   ∂   p 
0 γ   1 γ   Chi-
Square 
Satisfaction over price  0.962  3.94  0.283
*  0.072  0.209  53.60 
Satisfaction over design  0.949  5.30  0.869  0.059  0.162  59.12 
Satisfaction on application  0.962  4.15  0.382
*  0.356  0.047  84.22 
Economic 
variables 
Satisfaction over non-price factors  0.930  7.48  0.694  0.721  0.055  87.26 
Volume of supply  0.946  5.71  1.672
**  0.036  0.321  64.02 
Retailer coverage  0.953  4.96  1.059
**  0.210  0.369  52.86  Relational  
variables  Just-in-time management  0.963  4.98  1.213
**  0.166  0.046  66.81 
p values * 1 and ** 5 percent level 
 




Value Estimation Parameters for 
New Products  β ˆ   ∂   p 
0 γ   1 γ   Chi-
Square 
By design  0.821  0.197  0.268
*  0.075  0.291  53.61 
By attributes  0.869  0.194  0.291*  2.142  0.055  64.81 
By application  0.824  0.126  0.166**  2.162  0.310  69.60 
Product 
Positioning 
By Services  0.921  0.134  0.147**  0.921  0.046  74.81 
By retail stores  0.626  0.146  0.211**  0.321  0.218  76.22 
By virtual shops  0.511  0.147  0.239*  0.419  0.079  54.62  Retailing 
Management  By personal selling  0.536  0.216  0.242*  0.211  0.098  58.20 
p values * 1 and **  5 percent level 
 





Value Estimation Parameters for 
New Products  β ˆ   ∂   p 
0 γ   1 γ   Chi-
Square 
Word of mouth ( sw P )  0.936  0.183  0.241
**  0.055  0.291  54.72 
Referrals ( ) sr P   0.947  0.142  0.216
*  0.036  0.281  59.22  Communication 
variables 
Commercials ( ) sa P   0.941  0.132  0.148
*  0.048  0.266  61.31 
Integrated effects ( ) sc P   0.921  0.136  0.192
**  0.039  0.312  64.21 
Organizational 
dimensions  Product attractiveness  ( x F )  0.943  0.139  0.198
**  0.046  0.311  62.81 
p values * 1 and **  5 percent level 
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rp1  = Coefficient of correlation for processed food products 
category brands 
rp2  = Coefficient of correlation for cosmetics products category 
brands 
 # Respondents 103 in both the product category brands  
Results refer to responses analyzed in different sales outlets 
             
Figure 2: Consumer Perception Matrix on Influence of Brand Name and Buying 
Decisions towards Unfamiliar Brands 
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Values represent pooled coefficient of correlation in reference to 
the clusters of respondents (C1, C2 and C3) for all products 
category in the sales outlets covered under study.  
 
     Build Consumer                  Abandon Feelings 
      Demand                                on Brands 
     rp1 = 0.5215                          rp1 = 0.1912  





Quick Adoption                   Discrete     
Adoption 
       rp1 = 0.9163                        rp1 = 0.2431  
       rp2 = 0.7348                        rp2 = 0.3169   
 
     Discrete                                 Abandon Feelings 
     Adaptation                                on Brands 
     C1= 0.2431                          C1 = 0.1912  
     C2= 0.3169                          C2 = 0.1434 
     C3= 0.2284          C3 = 0. 1679 
 
 
Quick Adoption                   Delayed   Adaptation 
       C1 = 0.9163                        C1 = 0.2431  
       C2 = 0.7348                        C2 = 0.3169 
       C3 = 0.5933                        C3 = 0.1647   52 
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